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2 
KEY ECONOMIC INDICATORS 


(Money Values in $US Millions Except as Noted) 


% Change (1) 
1980 1981 1980-81 1982 (2) 

Income, Production and Employment 
Gross Domestic Product (Current 

prices, factor cost) 74,584 75,361 23.3 69,665 (3) 
Gross Domestic Product (1975 

prices, factor cost) 38,931 36,360 4.8 38,541 (3) 
Gross National Product (Current 

prices) 76,500 77,585 N.A. 
Gross National Product (1975 

prices) 40,960 36,915 N.A. 
Gross Fixed Domestic Investment 

(Current prices) 19,872 22,244 21,296 
Government Consumption (Current 

prices) 10,441 11,364 11,846 
Private Consumption (Current 

prices) 39,705 43,333 41,911 
Population (0000's) (4) 28,000 28,700 29,400 
Per Capita GNP ($US) 2,732 2,703 . N.A. 
Manufacturing Index (1975 = 

100) (5) (6) 126.7 135.6 133.0 
Mining Index, 1975 = 

100) (5) (6) 110.6 142.5 110.0 
Non-Agricultural Employment 

Index (1975 = 100) 108.4 231.5 ; Aazcs 


Money and Prices 
pa Supply (M1) (7) 11,193 11,656 10,998 


Money Supply (M2) (7) 21,643 21,017 js 19,485 
Consumer Price Index 

(1975 = 100) (10) 275.3 201.9 231.6 
Production Prices Index 

(1975 = 100) (10) 192.8 218.8 248.8 
Prime Bank Rate (7) 9.5 17.0 5 20.0 


Balance of Payments and Trade 
Eapotte excluding gold, FOB 12,598 11,016 4,769 


Gold exports 13,082 9,591 3,409 
Exports to the U.S. (11) 3,321 2,445 917 
Imports (FOB) 18,265 20,828 9,295 
Imports from the U.S. (11) 2,464 2,912 1,377 
Trade Balance 7,415 -211 -1,117 
Current Account Balance 3,867 -4,256 -2,651 
Basic Balance 3,141 -3,289 -861 
Gold and Foreign Exchange Holdings 7,699 4,379 3,432 

of which gold at the Reserve Bank (12)6,451 3,295 2,567 
U.S. Direct Investment ($U.S. 

Millions, Book Value) (2) (11) 2,350 2,630 N.A. 
Public Finance 
Treasury Receipts (CY, except 

borrowing) 16,475 16,703 74338. (23) 
Treasury Expenditures (CY, except 

debt redemption) 17,618 18,460 8,531 {23) 
Government Budget (deficit before 

financing) 1,143 1,757 1,200 (13) 
External Public Debt (7) 801 923 - 1,326 


Notes on Exchange Rates and Data Sources - Rand values have been converted into 
dollars at average exchange rates (1980 - R1.00 = $US 1.29, 1981 - R1.00 = $US 
1.15, first half 1982 - R1.00 = $US 0.89), except for “end of period" data. 
Primary statistical sources are the South African Reserve Bank and the Central 
Statistical Services. Data for Namibia and the "independent homelands" are 
included in South African statistics. Data are subject to revision and therefore 
may not appear as previously published. Notes to Table - (1)percentage changes 
are calculated on rand data to eliminate the effects of exchange rate changes; 
(2) first six months;(3) second quarter data at seasonally adjusted annual rate; 
(4) does not include Namibia; (5) physical volume; (6) annual average; (7) end 
of period; (8) seasonally adjusted; (9) April (10)average for year; (11) U.S. 
data; (12) gold reserves are valued at 90% of recent average London gold fixings 
(13) first half of FY 82/83 





SUMMARY 


South Africa's longest period of economic growth in the post-war 
period ended in the third quarter of 1981, though the real growth 
rate for that year was still an impressive 4.6 percent. Real 
growth in 1982 is not likely to exceed 1 percent and could be con- 
Siderably less. Current prospects for 1983 are no better and 
likely to be worse. South Africa has shared in the world: economic 
downturn, and its economy is not expected to turn around until re- 
newed demand for the country's exports (mostly minerals) results 
in export led growth. The country's most important export is gold, 
and movements in its price will have an important impact on the 
balance of payments and duration and depth of the current recession. 


During 1981, employment rose and unemployment fell, but during 1982 
those trends reversed and are likely to continue through 1983. A 
continuing shortage of skilled manpower and demands by organized 
labor will prevent wages from rising as slowly as might be expected 
during a recession. For the 9th consecutive year, there was double 
digit inflation in South Africa in 1982, and only a slight improve- 
ment can be expected in 1983. 


The South African current account balance turned from record sur- 
plus in 1980 to record deficit in 1981 as the gold price fell and 
domestic demand remained bouyant. Another substantial deficit, 
albeit smaller, will be recorded in 1982. The large fall in the 
external value of the rand since early 1981 has: protected export- 
ers while making imports more expensive. Declining domestic de- 
mand and some improvement in export volumes and prices in 1983 
may result in a small surplus. 


DOMESTIC PRODUCTION AND EXPENDITURES 


The economic boom that began in 1978 peaked in the third quarter 
of 1981. Gross domestic product (GDP) grew by 4.6 percent in real 
terms that year, following growth of 7.3 percent in 1980. Skilled 
labor. shortages, near full industrial capacity utilization, and 
sagging export demand in a stagnant world economy contributed to 
the end of the boom and the onset of a "growth recession." 


In real terms, the sectoral contributions to GDP in 1981 were agri- 
culture--8.3 percent, mining--10.7 percent, industry--32.5 percent, 
and services--48.5 percent. All sectors, except mining, enjoyed 
some real growth. Adjusted for inflation and seasonal influences, 
GDP declined very slightly in the first quarter of 1982 compared 
with the previous quarter and subsequentiy fell by 2.3 percent 
during the second quarter. For the first half of the year, GDP 
was 1.5 percent higher than for the first half of 1981. For 1982 
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as a whole, the increase in total output in real terms will prob- 
ably be only slightly, if at all, positive. 


Industry 


The index of physical volume of production in manufacturing indus- 
tries rose steadily from December 1977 until April 1, 1982. It 
subsequently fell in each of the following 3 months. With the 
exception of food and beverages, all major manufacturing industries 
have participated in the fall. Manufacturing capacity utilization 
peaked at 90 percent (effectively full utilization) in the third 
quarter of 1981 and then fell almost 2 percent by the middle of 
1982, the first sustained drop since 1977. It appears that the 
major cause of the drop was increased capacity abetted by falling 
demand. 


The construction industry also is suffering as the value of build- 
ing plans passed in 1982 has been less than the rate of inflation. 
Industry as a whole decreased output in the second quarter by 

2-1/2 percent, after-adjusting for inflation. The mood of indus- 
trial producers has been recorded as "pessimistic" since the begin- 
ning of 1982. 


Agriculture 


The contribution of agriculture. to GDP fell a whopping 14 percent 
in the second quarter (annual. rate, seasonally adjusted). Wide- 
spread drought was largely responsible for this development. Corn 
production, for example, fell 43 percent from the record 14.6 mil- 
lion ton harvest of the previous season. Late, but plentiful, 
summer rains have brightened prospects for record 1983 harvests 

of sugar and wheat, and improved livestock conditions. 


Commerce 


Commercial activity also fell slightly in real terms in the second 
quarter of 1982: trade in durables by the largest extent. Surveys 
indicate the most pessimistic business mood for many years. 


Mining 


The mining sector, dominated by gold production, was the only major 
area of the economy that increased output in real terms in the first 
half of 1982. Gold output through the first 8 months of the year 
increased slightly over the same period of 1981, and a rising price 
since mid-year added substantially to revenue. All other mining 
continues to suffer from weak demand and rising costs. 
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By the second quarter of 1982, a decline in gross domestic expend- 
iture (GDE) had become firmly established. In real terms, private 
consumption of durables fell off considerably while there were only 
small increases in other private consumption. It appears that the 
investment boom that started in mid-1979 had come to an end by 
mid-1982, as expected during a recession. Except for capital proj- 
ects already underway, new investment is likely to consist almost 
entirely of replacement of existing plant. For the next 5 years, 
however, some 50 billion rand in new fixed investment is now ex- 
pected, led by expansion in iron, steel, and other basic industries. 


Overall domestic savings in the South African economy declined to 
a record low of less than 25 percent of GDP in the first half of 
1982. As a percentage of disposable income, personal savings fell 
to a record low of 4-1/2 percent. Personal savings have been inhib- 
ited by negative real interest rates offered by traditional thrift 
institutions and by efforts to maintain living standards as income 
has increased at a lower rate than before. Government authorities 
also are troubled by low productivity gains. In the 10 years be- 
tween 1970 and 1980, real economic growth averaged over 3 percent 
annually, but labor productivity contributed less than 10 percent 
of that growth. 


PRODUCTION AND LABOR 


On the basis of the 1980 census and more recent studies, the esti- 
mated mid-1982 population of South Africa, including the so-called 
independent homelands, was about 29.4 million. Black South Afri- 
cans represent about 70 percent of the total and almost the same 
percentage of the employed labor force. Most of the economically 
active black population (about 7 million) and virtually all mem- 
bers of the country's other racial groups participate in South 
Africa's highly sophisticated modern sector. The remaining black 
population is largely dependent on subsistence agriculture and re- 
mittances received from those employed in the modern "white" sec- 
tor of the economy. . 


The recent boom years placed severe pressure on South Africa's 
limited supply of skilled labor and managers to such an extent 
that the shortage is considered to have been a major cause of the 
present recession. The recession has alleviated the problem of 
skills shortage somewhat, but the skilled labor market remains 
tight. The skilled labor pool is augmented by a selective immi- 
gration policy (net immigration was about 31,000 in 1981) while 
many impediments to black employment and advancement have been 
reduced or eliminated. 
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Coexisting with the shortage of skilled labor, there also is 
severe unemployment among the country's (largely black) unskilled 
labor force. Both the public and private sectors have stepped up 
efforts to increase the amount and quality of black education, but 
the beneficial results of these programs will not appear signifi- 
caritly in the short term. It has been estimated that an economic 
growth rate of 4 to 5 percent annually will be necessary to absorb 
all new entrants into the labor force. With 1982 growth far be- 
low that level, unemployment has been increasing. During 1981, 

by contrast, employment increased and unemployment decreased. 
Though rising, white, Asian, and colored unemployment remained 
insignificant through the first half of 1982. 


Statistics on black unemployment are not complete though it is cer- 
tain that the problem is growing. Recent private estimates put 
black unemployment (including underemployment) as high as three 
million, some 40 percent of the economically active black population. 


During the decade of the seventies, there was some closure of the 
large wage gap between black and white workers. According to offi- 
cial statistics, blacks in nonagricultural employment earned an 
average of 14.8 percent of white remuneration in 1970, but that 
percentage climbed to 36.5 percent by 1980. From 1975 through 1981, 
average remuneration per black employee rose just over 2 percent. 
The importance of the growing black consumer market has not been 
lost on South African businesspeople. 


Organized black labor was accorded legal status in 1979. By mid- 
1982 over 400,000 black workers belonged to labor unions. They 
have generally been militant in pressing their interest and have 
been reluctant to participate in the officially sanctioned indus- 
trial relations apparatus. In addition to distrust of the system, 
they often prefer to negotiate at work sites and the company level, 
where their strength is relatively greater rather than participate 
in an industrywide system favored by the authorities. 


During 1981 (representing the second worst year for strikes in 

South Africa), there were 342 strikes, involving over 90,000 work- 
ers more than 90 percent of whom were black. All the strikes were 
technically illegal. Through the first half of 1982, the number of 
strikes (182 strikes involving some 51,000 workers) increased though 
their average duration was less than in 1981. Labor relations are 
likely to remain unsettled for some time to come as both unionized 
black labor and (white) management take time to adjust to aspects 

of industrial relations that are new to them. 





MONEY AND PRICES 


After increasing at a seasonally adjusted annual rate of 41-per- 
cent during the first quarter of 1982, the broadly defined money 
supply (M2) increased only-2 percent in the 4-month period ending 
in July. For the first 7 months of the year, M2 increased by 17 
percent (just higher than inflation) compared with 25 percent in 
the same period of the preceding year. The slowdown in the rate 
of increase in Ml was even greater; at a seasonally adjusted an- 
nual rate of 48 percent in the first quarter, Ml increased less 
than 2 percent from April through July. The Reserve Bank engaged 
in substantial open market operations to soak up excess liquidity 
but also reduced reserve requirements twice during the first 10 
months of 1982 when it appeared that money market conditions were 
becoming excessively tight. As the demand for credit slackened 
due to the recession, the prime rate fell from 20 to 19 percent 
on November 1, the first fall since the prime rate began a steadily 
upward climb from 9-1/2 percent in early 1981. 


The average annual rate of inflation as measured by the Consumer 
Price Index climbed to 15.2 percent in 1981 after reaching 13.8 
percent in 1980; 1982 will be the 9th consecutive year of double 
digit inflation in South Africa. On a year-on-year basis, the 
CPI increased by 14.1l‘percent in 1982 through September, with in- 
flation somewhat higher for the country's highest income group. 


On the same basis, wholesale prices rose by 13.5 percent, led by 
increased import prices due largely to the depreciation of the 
rand. Although it appears that some businesses are absorbing cost 
increases rather than passing them on, the overall prospect for a 
rapid and significant decline in the rate of inflation is not prom- 
ising because of structural features of the economy. As South 
Africa continues to suffer an inflation rate higher than its major 
trading partners, the phenomenon will ultimately have a negative 
effect on the balance of payments. 


GOVERNMENT FINANCE 


The South African Government's fiscal year runs from April 1 through 
March 31. The FY 82/83 budget estimated expenditures at 18.2 bil- 
lion rand, only 11.4 percent above actual FY 81/82 .expenditures and 
less than the rate of inflation. In real terms, expenditure in- 
creases were budgeted for the priority areas of housing, education, 
and law enforcement while defense spending was to increase only 
about 8 percent in nominal terms. 


On the revenue side, only a small increase in income-related tax 
revenue was expected due to the downturn in the South African 
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economy, and a conservative estimate of the gold price resulted 

in an estimated decrease of about 1-1/4 billion rand in government 
revenue from that source. To compensate, the General Sales Tax 
(GST) was raised from 4 to 5 percent, a forced loan was imposed 

on personal income tax payers, and a 10 percent import surcharge 
was imposed. Still revenue was expected to increase only 7 per- 
cent over FY 81/82. In sum, the budget was designed to reinforce 
existing monetary policy to reduce excess domestic demand, which 
had contributed to inflation as well as straining the balance of 
payments. 


Through the first 6 months of the current fiscal year, both rev- 
enue and expenditure have been almost 17 percent above their 
levels of the previous year. Citing the falling gold price and 
a need for additional expenditure (including defense), the GST 
was raised to 6 percent on September 1, but the import surcharge 
was dropped to 7-1/2 percent as of December 1. Traditionally, 
government expenditure peaks in the first part of a fiscal year, 
so the final outcome may still be close to the original budget 
estimate.. In addition, a recently rising gold price and a depre- 
ciated rand are buoying government income from gold. 


The Government budget deficit before borrowing, at just under 2.4 
billion rand was to be less than 3 percent of GDP. At present, it 
appears that the actual deficit may even be less than budgeted, | 


and can be financed from noninflationary sources, 
BALANCE : OF -PAYMENTS 


Following a record current account surplus in 1980, the following 
year ended with a record deficit on the current account as domes- 
tic production increased at a decreasing rate, domestic demand 
remained high, export demand fell off, and the gold price fell. 
The current account deficit reached a record of almost $7 billion 
(seasonally adjusted annual rate), about 9 percent of GDP, in the 
first quarter of 1982, but fell to just over $5 billion (also 
seasonally adjusted annual rate) or 7 percent of GDP, in the sec- 
ond quarter. In the third quarter of the year, the deficit fell 
to less than $2 billion. The improvement reflected an increasing 
value of exports and decreases in both imports and service payments 
as the domestic recession deepened. A trade surplus emerged in 
September as the gold price recovered. By the end of September, 
the Reserve Bank's holdings of gold and foreign exchange reached 
3,987 rand, their highest level since October 1981, This all not- 
withstanding, there will be another large current account deficit 
for 1982 (probably more than $3 billion) as a whole. 
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From the beginning of 1981 through August of 1982, the rand depre- 
ciated by 35 percent against the dollar, making imports increas- 
ingly expensive for South Africans and making South African exports 
relatively cheaper. As South Africa is an open economy (imports 
and exports were more than 25 percent of GDP in 1981), interna- 
tional trade is very important to the economy. As a relatively 
small economy, it also tends to suffer: pneumonia when its major 
(large industrialized) trade partners sneeze. Thus the next eco- 
nomic upswing is expected to be export led, following a recovery 

in demand for the country's (primarily mineral) exports. 


In both 1980 and 1981, the United States was South Africa's lead- 
ing trade partner (in both directions). Following the United 
States, West Germany, the United Kingdom, and Japan weré South .¢ 
Africa's most important. suppliers while Japan, the United Kingdom, 
and Switzerland followed the United States in their importance as 
buyers of South African exports. Through the first half of 1982, 
it appears that the United States remained South Africa's princi- 
pal supplier, but Japan may have taken first place as a purchaser 
of South African’ exports. During the first half of 1982, imports 
of chemicals, paper, textiles, machinery, and mechanical and elec- 
trical equipment rose more than the average increase of all im- 
ports. At the same time, greater than average export iricreases 
were recorded in mineral products, precious and semiprecious. 
stones, precious metals, Krugerrands, and textiles. 


Both in 1981 and 1982, the Reserve Bank engaged in gold swaps (sale 
of official gold with agreement for later repurchase) to increase 
the foreign exchange available to finance the balance-of-payments 
deficit. 


On November 3, the International Monetary Fund announced its agree- 
ment to a South African loan request amounting to just over $1 bil- 
lion. About two-thirds of the total is to be made availabie from 
the IMF Compensatory Finance Facility and the remainder under a 
standby arrangement involving South Africa's credit tranches with 
the Fund. The South African authorities interpreted the IMF 
announcement as endorsement of their fiscal and monetary policies 
and claimed the country would have no difficulty in adhering to 

any economic pdlicy conditions the IMF requires in connection with 
the loan. 


ECONOMIC OUTLOOK 
In 1982, monetary and fiscal policy have worked together to wring 


excess demand out of the economy, thus retarding inflation and 
‘helping correct the balance-of-payments deficit. We do not expect 
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a major policy change in 1983 as any move contributing to higher 
inflation would reverse progress in these areas. 


The recession in South Africa should continue through most, if 

not all, of 1983 unless economic recoveries in the United States 
and South Africa's other major industrial trading partners take 
place earlier than now expected, leading to increased demand for 
this country's exports. An upward or downward movement in the all 
important but volatile gold price could rapidly change this pros- 
pect. It appears likely that 1983 will be the first year of no 
real economic growth (possibly negative growth) in the post-war 
period. 


The balance of payments should recover in 1983 and may be in sur- 
plus by the end of the year. The continuing recession will limit 
imports, and a depreciated rand, accompanied by some improvement 
in the world economy, should increase exports somewhat in both 
price and volume. South Africa's customary deficit in services 
will continue, exacerbated by high interest payments on loans 
already contracted but mitigated as dividend payments fall. This 
all assumes that the recovery in the gold price in mid-1982 is 
not reversed and that the price does not increase dramatically. 


All components of GDE will fall in real terms in 1983: investment 
probably by the highest percentage. Unemployment will continue to 
increase, and the national living standard will fall. Employers 
will be well placed to resist wage demands, but a continued short- 
-age of skilled labor and black labor militancy will work against 
wage restraint. A slowly appreciating rand, with improvement in 
‘the balance of payments, will tend to restrain inflation in 1983. 
However, as inflation appears to have become structural in South 
Africa, reduction of no more than 1 or 2 percent in the CPI, to 

14 or 13 percent, can be expected. 


The authorities will probably allow market forces to determine 
domestic interest rates, which should fall moderately as the de- 
mand for credit falls and the balance of payments improves. 


IMPLICATIONS FOR THE UNITED STATES 


South Africa continued to be our largest market in sub-Saharan 
Africa during 1982. It should remain in that position through 
1983 as well. However, the current recession in South African 
economy will have a significant negative impact on South African 
imports, particularly from the United States. For the first 9 
months of 1982, U.S. exports to South Africa decreased 13 percent 
in dollar terms compared with the same period in 1981. Unlike 
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many of South Africa's other principal trading partners, U.S. 
companies have generally failed in efforts to secure future sales 
through contracts for long-term deliveries on the infrastructure 
and import replacement projects that have been abundant during 

the investment cycle which is now coming to a close. Discretion- 
ary imports and shorter term delivery capital goods purchases, 
which have been the United States' strength, will be hard hit by 
the downturn in domestic consumption and investment, the decreased 
competitiveness of imports generally due to the weak rand, and the 
import surcharge on non-GATT bound items. Major areas of U.S. ex- 
ports will also be hit by the protection of infant import substi- 
tute industries created during this cycle. Imports of components 
for road vehicles and tractors, the United States' largest single 
export category to South Africa ($129 million in 1981), will be 
reduced as the Atlantis Diesel Engine and Truck component program 
progresses, and U.S. exports in this area are effectively excluded 
through tariffs. The next year is likely to be a slack period for 
sales of new cars and trucks, the demand for which influences this 
category substantially. Aircraft, our second most important cate- 
gory of goods ($116 million), can also be expected to decrease 
since South African Airways has completed its current procurement 
of commercial aircraft, and demand for general aviation aircraft 
will be slack as corporate cost cutting measures become general. 
Likewise, the United States' third most important category, parts 
and components for construction and mining machinery ($103 million), 
is expected to be stagnant as new investment in many mining areas 
decreases due to low prevailing prices for metals and minerals and 
a tail-off in construction activity reduces demand for locally 
assembled goods containing U.S. components. The extension of oper- 
ating lives of existing machinery and a resultant demand for spare 
parts has not created an offset for this decrease in demand for 
components for new equipment, due to an overall decrease in the 
use of equipment. 


Other areas where development of new local industries will have an 
impact on U.S. exports to South Africa include synthetic rubber 
($12 million in 1981), cyclichydrocarbon ($20 million), synthetic 
resins ($48 million), combustion engines ($38 million), and trucks 
($29 million). Fertilizer imports will be affected significantly 
by a barter deal with Romania’ (corn for phosphoric acid-based fer- 
tilizers), which has provided’*the country with a slight oversupply 
of this type of fertilizer. 


The reduction in overall import demand is accelerating. For the 
first 9 months of 1982, preliminary statistics indicate imports 
were up only 5 percent after an increase of 25 percent (in rand 
terms in the first quarter). Month-to-month comparisons show a 
substantial decrease in imports in recent months. U.S. exporters 
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must reinforce their efforts with agents and customers and enhance 
their marketing programs to maintain their share of the shrinking 
market and to retain market position for the renewed rapid growth 
expected to begin in late 1983 or 1984. 


Although the short-term outlook is bleak for exports to South 
Africa, local businesspeople remain confident on the longer term 
and are interested in new relationships for sourcing a large range 
of products. There are many individual opportunities in South 
Africa which justify continued close scrutiny of the market. The 
Electricity Supply Commission (ESCOM) continues its expansion pro- 
gram, which is to quadruple power capacity by the end of the cen- 
tury. Next year will see issuance of a tender for supply of com- 
ponents of an additional 3,600 MW coal-fired power station. The 
bids may well be used to award more than one power station. 
Requirements for generation, transmission, and control equipment 
continue to outstrip local production capacity, and imports are 

a significant portion of these controls. A looming shortage of 
ammonia will provide contracts opportunities for exports of am- 
monia or ammonia-based fertilizer. Protective tariffs on some 

raw materials in the plastic or rubber industries, without corres- 
ponding tariffs on finished products, will provide markets. The 
demand for data processing equipment and software will continue 

as the private and public sectors attempt to compensate for the 
shortage of skilled workers. Plug compatible manufacturers have 
been increasingly successful recently. Coal mining projects by 
Anglo American Coal (Amcoal), Rand Mines, and Gencor continue to 
be developed, both to feed the growing appetite for power station 
coal and the increased capability for export, even though export 
demand has softened. Richards Bay Harbor continues port expansion 
and provides markets for coal handling equipment. ISCOR continues 
its plan to modernize its steel making capacity, and other steel 
makers plan additional modernization. Several cement manufactur- 
ers are going ahead with plans to build new cement plants. The 
SAPPI and Mondi pulp and paper projects are proceeding. SASOL 
continues its vertical integration from its coal-to-oil and petro- 
chemical feedstocks, and a government decision on the next syn- 
thetic fuel project is expected soon. Several automobile and 
component manufacturers plan further expansion. Information on 
these and other major development projects and opportunities in 

a wide range of sectors of the company is available from the U.S. 
Department of Commerce Major Projects Office or the U.S. Embassy 
and Consulates General in South Africa. 





Investment 


The book value of U.S. direct investment in South Africa was $2.6 
billion at the end of 1981, up 13 percent over the previous year. 
The growth was due overwhelmingly to retained earnings of the 
South African affiliates of U.S. firms. For the first time in 
recent years, the figure also reflects net new investment. There 
are approximately 350 affiliates of American companies now operat- 
ing in South Africa. American companies continue to show interest 
in increasing existing investments or investing in new ventures in 
the country. These investments are principally attempts to secure 
established export markets against protectionist measures. Ameri- 
can companies considering investment in South Africa should take 
into account the effect of special economic and political circum- 
stances within the country, including the system of legalized 
racial discrimination, on the prospects for long-term stability. 
Potential and present American investors should also give careful 
consideration to relations with their black work force. The U.S. 
Government strongly urges U.S. firms to assume responsibility for 
the adequacy of worker compensation to permit a decent standard of 
living for all employees. It supports the Sullivan Principles, 
which call for fair and equal treatment of all employees and 
advancement opportunities for black workers. 


Special Marketing Conditions 


While the United States maintains normal commercial relations with 
South Africa and U.S.~-South African trade is generally unrestricted, 
the United States strictly adheres to the UN Arms Embargo. In 
addition, a validated export license is required for export to 
South Africa of aircraft and certain U.S.-origin commodities, parts, 
components, and technical data for military and police entities, 

and computers for certain government consignees (per the U.S. Ex- 
port Administration Regulations). 


These requirements were modified in 1982. U.S. firms selling in 
South Africa may wish to consult with the U.S. Department of Com- 
merce, the U.S. Embassy or Consulates General in South Africa. re- 
garding current regulations. 


The Export-Import Bank of the United States (Eximbank) does not 
make direct loans to South African buyers of U.S.. goods and serv- 
ices. Eximbank may guarantee loans for South African purchases 
of U.S. goods and services, subject to the conditions of the 1978 
Evans Amendment. However, no new Eximbank guarantees have been 
approved since the end of 1978. The State Department established 
a new procedure for granting certifications required by the Evans 
Amendment in 1982. 





14 


Further information on trading with and investing in South Africa 
is available in the U.S. Department of Commerce's Overseas Busi- 
ness Report, “Marketing in South Africa." 


Standard commercial assistance and guidance in employment prac- 
tices for South Africa are available from the U.S. Embassy and 
Consulates General in South Africa and from the U.S. Departments 
of State and Commerce in Washington, D.C. 


*% U. S. GOVERNMENT PRINTING OFFICE: 1983—381-007/80 
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